Many UN agencies have become involved in establishing codes of conduct for multinational corporations that regulate many of their day-to-day functions. Instead of focusing on this issue, the UN should stick with its fundamental responsibility of peacekeeper.
It is ironic that, just while its peacekeeping activities are experiencing such poor results, the United Nations is in a growth phase in its attempts to control private enterprise. To be sure, international regulation of business is a far cry from the central role of the United Nations --which is, according to its charter, to .. maintain international peace and security ...
In fact, the UN charter speci fica lly pro hi bits its intervention in 11 ma tters which are essentially within the domestic jurisdiction of any state ... Despite that fairly clear prohibition, we are witnessing a rapid proliferation of studies, guidelines, directives, reports, and other actions, all of which are focused on involving the United Nations in what historically have been internal and domestic affairs of the member countries. I note in passing that the public at large is not aware of this development.
To compound the problem, the advocates of this new array of regulation seem to have overlooked --and certainly have not learned any lessons from --the shortcomings of existing regulation of business by member states. Study after study has demonstrated that government regulators have so often been oblivious to the burdens that they impose on the private sector and, far more fundamentally, that such rules, regulations, and directives often do little to advance their stated social objectives. In fact, in practice they are often counterproductive. One key finding permeates virtually all serious analyses of government regulation of business: it is the consumer who ultimately bears the burden that government, wittingly or unwittingly, attempts to impose on business.
Under the circumstances, it is sad to see the United Nations divert its resources from its basic mission of attempting to keep the peace to a host of Moreover, should the UN encourage the governments of its member nations to set "socio-cultural objectives" and require private enterprise to follow the "cultural patterns" set by government? As a student of government regulation, I can report that this is not a traditional function of government regulation in a free society. However, it is a mechanism used by totalitarian rulers to enforce their power.
I understand that the organizations representing the business community on these matters have asked that the MNC Code be made voluntary and that, if passed, it apply also to state-owned firms. That is a sad response. The
Code is a misguided instrument and its basic rationale needs to be reconsidered in a fundamental way. After all, the private corporation has been the key to the successful development of Taiwan, South Korea, Singapore, Japan, and other developing societies that have prospered in our own time.
In fact, Japan has succeeded in moving from the developing to the developed category in this century.
The most sweeping UN regulation of private enterprise is in the area of natural resources and mining. The most important example is the Law of the Sea Treaty, adopted in April 1982. The United States is not a signatory.
To receive approval for sea mining, a private firm must agree to transfer any technology it uses to the Enterprise (which is a governmental agency) or to developing countries for 11 fair and reasonable commercial terms ... Also, the company must provide, for each site mined, information on a second seabed site to be reserved for the Enterprise or developing countries. Private firms are, therefore, forced to subsidize and build the Enterprise, the government agency which competes with private enterprise.
A redistributive scheme similar to this one is contained in the uN Let me cite from it a few examples of the many shortcomings of the guidelines.
When we look beyond their label, it is apparent that the Guidelines are a model of vagueness and over-blown phraseology. Grand goals are set forth in sweeping language that is, at best, highly generalized and unclear. The One general principle in the Guidelines raises grave concerns:
the right to economic safety from offenses or malpractices which deny consumers optimum benefit within their economic resources. Resorting to regulation may simply project .. government aims .. in food policy --and that is probably the true purpose of this provision. Moreover, why are 11 highly refined and expensive food products .. singled out here? What all-wise power in a nation is going to determine that a specific category of food products presents a 11 conflict 11 with the interests of consumers, while another category does not? When we recall that meeting safety and nutritional standards will increase the price of these products, it is apparent that this focus on expensive products may be the closest thing to a perpetual motion machine guaranteed to result in even more regulation.
Regulation of the Finance Function
The finance functions of international firms are also becoming increasingly subject to the watchful eye of the UN. What the guidelines overlook is the extent to which such regulations would impede the flow of technology. That certainly has been the experience in more developed nations: regulation dampens the incentive to develop and utilize new technology.
Regulation of Services
As worldwide trade in services has expanded, so have attempts by international bodies to regulate it, including banking, insurance, and even tourism. The UN has become particularly involved in measures to closely regulate the shipping industry. These activities are aimed at promoting companies in developing nations at the expense of existing enterprises in the developed nations. The centerpiece of these efforts is the Liner Code, developed by UNCTAD, which has just now become effective. In essence, this
Code sets up a government allotment of participation in an industry by strict allocation of shipping tonnage.
Regulation of Information
The value of information in the world today is apparent from the increasing efforts to control it. One effort to do so has been spearheaded by the UN's Educational, Scientific, and Cultural Organization in its notion of a to news accounts. Proposals include a UN news service and censoring the release to the Western press of information about the developing countries.
o A requirement that multinational corporations supply governments of the nations in which they operate with information for 11 legislative and administrative purposes" relevant to their activities. This information is intended to evaluate and monitor the companies --at the same time that news on the developing countries themselves would be controlled by governments.
o Reducing "the influence of market and commercial considerations" on communications flows --thus emphasizing government-run, rather than privately financed, news media. suggest that the business firm is singled out because it poses a real threat to the establishment and maintenance of concentrated economic power in government--which is the hallmark of totalitarian societies.
What should be done? First of all, an educational effort is essential.
The public needs to be made aware of this pervasive and little known development. But the uncritical supporters of this new style of regulation must themselves be put on guard so that they understand the implications of these measures. After all, how could anyone initially oppose guidelines labeled as protecting the consumer? It takes a hard heart to question the proposed UN promulgation of such good things as product safety and international cooperation. The content of these regulatory packages, however, is far less attractive than their labels. It is ironic that so many of these proposed regulations that are supposedly consumer-oriented would themselves flunk any truth-in-labeling test.
Regardless of the motivation of their sponsors, many of these regulatory activities would increase costs to firms and ultimately to consumers, and including business executives, comment on the proposal so that their views could be taken into account in preparing the official U.S. position on the matter. That would seem to be a useful step forward.
Some Final Thoughts
For the UN to focus on the alleged problem of the private company doing business in world markets at a time of the Iraq-Iran War, the fighting in Lebanon and Afghanistan, and the strategic rivalry between the USSR and the US reminds me, sadly, of the ostrich with its head in the sand. Or perhaps, it is a means for diverting attention from the shortcomings of its basic activity.
In any event, I believe that the role of the UN as peacekeeper deserves renewed emphasis in the dangerous world in which we live. The member nations must face the major threats to peace and try to deal with them. They should not be diverted from this fundamental responsibility by assuming the role of global .. nanny .. or international business 11 Cop, 11 functions which the UN is not geared to handle and which are inconsistent with its basic and still unfulfilled mission.
